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April 30, 2002

To The Limited Partners in IEA Income Fund VII:

Enclosed herein is the annual report for IEA Income Fund VIII (the “Partnership”) for the year ended
December 31, 2001. In this report, we discuss prevailing economic and market conditions and their effect
on Partnership operations during the period.

The commencement of 2001 was marked by weakness in the U.S. economy, with slowdowns in
manufacturing and capital spending, combined with excess container inventories, creating uncertain
prospects for the global economy. As the year progressed, this weakness soon spread overseas, with the
world’s major and developing economies declining in tandem due in large part to a sharp fall-off in demand
for foreign-made goods from the U.S. Subsequent to the events of September 11, 2001, uncertainty over the
short-term prospects for the world’s economies intensified and compounded the global economic slump
already underway. This uncertainty weighed heavily on those industries most dependent on world trade and
further pressured the business of the Partnership, as well as that of our customers, the shipping lines.

The container leasing industry faced a challenging and difficult year during 2001. The aforementioned
economic conditions resulted in reduced demand for leased containers as well as increased off-hire
inventories, and contributed to lower utilization and per-diem rental rates. At the same time, the shipping
lines have begun taking delivery of larger container ships that had been ordered in prior periods in
anticipation of an economic recovery. Due to the sluggish global economy, the excess shipping capacity
created by the larger container ships has put added pressure on the business of our customers. They, too,
have had to cut costs and reduce excess container inventories.

Although the container leasing industry is dependent upon the volume of world trade, | would like to take
this opportunity to provide you with some perspective concerning other factors that influence the market for
container leasing. Over the past 10 years, our industry has been witness to a shift in many of the
fundamental elements that define our business. These fundamental elements include new container prices,
utilization rates and per-diem lease rates, all of which are interrelated and generally serve as performance
indicators for the container leasing industry.

As referenced 1n our quarterly investor reports, the Partnership’s revenue 1s dependent on the supply and
demand for its containers, measured by the utilization rate of its fleet, as well as per-diem lease rates. There
1s also a strong relationship between new container prices and current per-diem lease rates. Dry cargo
container per-diem lease rates achieved their highest levels in 1992, while the cost of a new dry cargo
container also reached its highest point during the same period. Since that time, new container prices and
per-diem lease rates have declined by approximately 50%. Many factors have contributed to these declines,
but none has been more influential than China’s dominance of global container production. China now
accounts for approximately 80% of the world’s dry cargo container production. Since 1992, the price of a
standard twenty-foot dry cargo container has declined from an average of $2,900 to approximately $1,200
today. Additionally, the aggresstve new container purchasing programs of the container leasing companies




and shipping lines over the last ten years should not be overlooked. During this period, the availability of
low-cost capital resulted in container leasing companies and shipping lines purchasing new containers at
levels that contributed to conditions of oversupply. Unforeseen economic events, including the Asian
financial crises of the late 1990°s and the current global economic slowdown, further exacerbated the
oversupply of containers.

As a result of these conditions, the Partnership’s operating performance has declined, and you are
undoubtedly disappointed — as we are — with these results. Unfortunately, most investors suffered from the
effects of the contracting economy over the past year, and the Partnership was no exception. During 2001,
we implemented a strategic plan focused on increasing revenues and reducing costs. Key objectives of this
plan include the strategic repositioning of containers to areas where we foresee an increase in demand. This
ensures that containers are in the right place at the right time to take advantage of specific market
opportunities. We also focused on the reduction of costs through our decision to outsource the General
Partner’s investor services as a means of reducing the costs of the Partnership.

Key domestic and global economic indicators have recently suggested that the world economies may be in
the early stages of recovery. It is, of course, impossible to predict the speed or strength of economic
recovery, the timing of any significant rebound in the volume of world trade, or the pace of improvement in
overall leasing market activity. Yet, we look ahead with growing optimism. While exports from Asia to the
U.S. had been weak due to low consumer demand, the container leasing market has recently shown
important signs of stability, specifically with respect to Intra-Asia trade. Lease out activities for most Asian
locations have improved, and empty containers are being repositioned to the area to meet the current
demand. Additionally, since September 11, 2001, the credit markets have tightened, and the availability of
capital to container leasing companies, as well as to the shipping lines for the acquisition of new containers,
has become scarce. We expect this to have a positive impact on existing container inventories as fewer new
containers are added to the worldwide container fleet and as our customers increase the size of their leased
fleets to meet the demand created by the world’s improving economies. We expect to be an important part
of our customers’ leasing needs during 2002 by assisting them with their requirements for marine cargo
containers, and we are cautiously optimistic regarding the performance and profitability of the Partnership.

[S'\ncerely,
\} - c/({(ié |
NS W‘/ﬂk\

Dennis J. Tie

President
Cronos Capital Corp.
The General Partner



Selected Financial Data

Net lease revenue
Net income

Net income per unit of
limited partnership interest

Cash distributions per unit of
limited partnership interest

At year-end:

Total assets

Partners’ capital

Year Ended December 31,

2001 2000 1999 1998 1997
396,179 $ 583,863 $ 612,445 $ 1,063,114 1,125314
20.826 $ 311,860 $ 135,810 $ 543,035 562,476
434) % 8.27 $ 5.80 $ 17.05 19.29
46.56 $ 46.88 $ 60.49 $ 65.63 70.31
1,745,076 $ 2,850,126 $ 3,671,695 $ 5121013 6,164,850
1,745,076 $ 2.850,126 $ 3,671,695 5 os5.121,013 6,164,850




Independent Auditors’ Report

The Partners
IEA Income Fund VIII,
A California Limited Partnership

We have audited the accompanying balance sheets of IEA Income Fund VI, A California Limited
Partnership (the “Partnership”) as of December 31, 2001 and 2000, and the related statements of
operations, partners’ capital, and cash flows for each of the three years in the period ended December
31, 2001. These financial statements are the responsibility of the Partnership’s management. Our
responsibility is to express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United
States of America. Those standards require that we plan and perform the audits to obtain reasonable
assurance about whether the financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the accounting principles used and significant estimates
made by management, as well as evaluating the overall financial statement presentation. We believe
that our audits provide a reasonable basis for our opinion.

In our opinion, such financial statements present fairly, in all material respects, the financial position
of the Partnership at December 31, 2001 and 2000, and the results of its operations and its cash flows
for each of the three years in the period ended December 31, 2001, in conformity with accounting
principles generally accepted in the United States of America.

/$/ Deloitte & Touche LLP

San Francisco, CA
February 15, 2002




IEA Income Fund VIII,
A California Limited Partnership

Balance Sheets

As of December 31,
2001 2000
Assets
Current assets:
Cash and cash equivalents, includes $313,313 in 2001
and $463,158 in 2000 in interest-bearing accounts (note 3) $ 328314 $ 598,531
Net lease receivables due from Leasing Company
(notes | and 4) 20,480 83,433
Total current assets 348,794 681,964
Container rental equipment, at cost 4,487,738 5,929.323
Less accumulated depreciation {(3.091.456) 3761161
Net container rental equipment (note 1) 1,396.282 2.168.162
Total assets $ 1,745,076 $ 2.850.126
Partners’ Capital
Partners’ capital (deficit):
General partner $  (143,243) S (132,192)
Limited partners (note 9) 1,.888.319 2982318
Total partners’ capital $ 1745076 $ 2,850,120

The accompanying notes are an integral part of these statements.
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Statements of Operations
For the Years Ended December 31,

Net lease revenue (note 6)

Other operating income (expenses):
Depreciation (note 1)
Other general and administrative expenses
Net gain (loss) on disposal of equipment

Income from operations

Other income:
Interest income

Net income

Allocation of net income (loss):
General partner
Limited partners

Limited partners’ per unit share of net income (loss)

2001

396,179

(301,378)
(61.727)
(26.793)

(389.898)

6,281

14,54

n

il

f

20.8:

o8

114,047

(93.221)

20,826

.(4.34

)

2000 1999
$  583.863 $ 612,445
(251,194) (520,221)
(55.287) (35.950)
16.634 53.258
(289.847) (502,913)
294,016 109,532
17.844 26278
$ 311,860 $ 135810
$ 134,188 $ 11,069
177.672 124,741
$ 311,860 $ 135810
$ 827 $ 80

The accompanying notes are an integral part of these statements.

6




Statements of Partners’ Capital
For the Years Ended December 31, 2001, 2000 and 1999

Limited General

Partners Partner Total
Balances at January 1, 1999 $ 5,116,364 4.649 $ 5,121,013
Net income 124,741 11,069 135,810
Cash distributions (1.428.965) (156,163) (1,585.128)
Balances at December 31, 1999 3,812,140 (140,445) 3,671,695
Net income 177,672 134,188 311,860
Cash distributions (1.007.494) (125.935) (1,133.429)
Balances at December 31, 2000 2,982,318 (132,192) 2.850,126
Net income (loss) (93,221) 114,047 20,826
Cash distributions (1.000,77%) (125.098) (1,125,876)
Balances at December 31, 2001 $ 1.888.319 (143.243%) $ 1,745,076

The accompanying notes are an integral part of these statements.
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Statements of Cash Fiows
For the Years Ended December 31,

Cash flows from operating activities:
Net income
Adjustments to reconcile net income to net cash from
operating activities:
Depreciation
Net (gain) loss on disposal of equipment
Decrease in net lease receivables due from Leasing
Company

Total adjustments
Net cash provided by operating activities

Cash flows from investing activities
Proceeds from sale of container rental equipment

Cash flows from financing activities:
Distributions to partners
Over-distribution to general partner (note 8)
Net cash used in financing activities
Net increase (decrease) in cash and cash equivalents

Cash and cash cquivalents at beginning of year

Cash and cash equivalents at end of year

$

2001
20,826

301,378
26,793
22.045

350.216

371,042

484.617

(1,125.876)

(1.125.876)
(270,217)
598,531

328314

2000

311,860
251,194
(16,634)
74,492
309.052

_ 620912
_694.360
(1.133,429)

(1.133.429)
181,843
416.688

$ 598,33

The accompanying notes are an integral part of these statements.
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135,810
520,221
(53,258)
67411
534.374

670,184

645.190

(1.585.128)
142.660

(1.442.468)
{(127.,094)

_543.782




IEA Income Fund VIII,
A California Limited Partnership

Notes to Financial Statements
December 31, 2001, 2000 and 1999

(1) Summary of Significant Accounting Policies

(a)

(b)

Nature of Operations

IEA Income Fund VIII, A California Limited Partnership (the "Partnership”) was organized under the laws of
the State of California on August 31, 1987 for the purpose of owning and leasing marine cargo containers
worldwide to ocean carriers. To this extent, the Partnership’s operations are subject to the fluctuations of
world economic and political conditions. Such factors may affect the pattern and levels of world trade. The
Partnership believes that the profitability of, and risks associated with, leases to foreign customers is generally
the same as those of leases to domestic customers. The Partnership’s leases generally require all payments to
be made in United States currency.

Cronos Capital Corp. (“CCC”) is the general partner and, with its alfiliate Cronos Containers Limited (the
“Leasing Company”), manages the business of the Partnership. CCC and the Leasing Company also manage
the container leasing business for other partnerships affiliated with the general partner. The Partnership shall
continue until December 31, 2008, unless terminated sooner upon the occurrence ol certain events.

The Partnership commenced operations on January 6, 1988, when the minimum subscription proceeds of
$1,000,000 were obtained. The Partnership offered 40,000 units of limited partnership interest at $500 per
unit, or $20,000,000. The offering terminated on August 31, 1988, at which time 21,493 limited partnership
units had been sold.

Leasing Company and Leasing Agent Agreement

Pursuant to the Limited Partnership Agreement of the Partnership, all authority to administer the business of
the Partnership is vested in CCC. A Leasing Agent Agreement exists between CCC and the Leasing Company,
whereby the Leasing Company has the responsibility to manage the leasing operations ol all equipment owned
by the Partnership. Pursuant to the Agreement, the Leasing Company is responsible for leasing, managing and
re-leasing the Partnership's containers to ocean carriers and has full discretion over which ocean carriers and
suppliers of goods and services it may deal with. The Leasing Agent Agreement permits the Leasing Company
to use the containers owned by the Partnership, together with other containers owned or managed by the
Leasing Company and its affiliates, as part of a single fleet operated without regard to ownership. Since the
Leasing Agent Agreement meets the definition of an operating lease in Statement of Financial Accounting
Standards (SFAS) No. 13, it is accounted for as a lease under which the Partnership is lessor and the Leasing
Company is lessee.

The Leasing Agent Agreement generally provides that the Leasing Company will make payments to the
Partnership based upon rentals collected from ocean carriers after deducting direct operating expenses and
management fees to CCC. The Leasing Company leases containers 10 ocean carriers, generally under
operating leases which are either master leases or term leases (mostly one (o five years). Master leases do not
specify the exact number of containers to be leased or the term that each container will remain on hire but
allow the ocean carrier to pick up and drop off containers at various locations, and rentals are based upon the
number of containers used and the applicable per-diem rate. Accordingly, rentals under master leases are all
variable and contingent upon the number of containers used. Most containers are leased to ocean carriers
under master leases: leasing agreements with fixed payment terms are not material to the financial statements.
Since there are no material minimum lease rentals, no disclosure of minimum lease rentals is provided in these
financial statements.




Notes to Financial Statements
(Continued)

(©)

(d)

(e)

Concentrations of Credit Risk

The Partnership’s financial instruments that are exposed to concentrations of credit risk consist primarily of
cash, cash equivalents and net lease receivables due from the Leasing Company. See note 3 for further
discussion regarding the credit risk associated with cash and cash equivalents.

Net lease receivables due from the Leasing Company (see notes 1(b) and 4 for discussion regarding net lease
receivables) subject the Partnership to a significant concentration ot credit risk. These net lease receivables,
representing rentals earned by the Leasing Company, on behalf of the Partnership, from ocean carriers after
deducting direct operating expenses and management fees to CCC and the Leasing Company, are remitted by
the Leasing Company to the Partnership three to four times per month. The Partnership has historically never
incurred a loss associated with the collectibility of unremitted net lease receivables due from the Leasing
Company.

Basis of Accounting

The Partnership utilizes the accrual method of accounting. Net lease revenue is recorded by the Partnership in
each period based upon its leasing agent agreement with the Leasing Company. Net lease revenue is generally
dependent upon operating lease rentals from operating lease agreements between the Leasing Company and its
various lessees, less direct operating expenses and management fees due in respect of the containers specified
in each operating lease agreement.

The financial statements are prepared in conformity with accounting principles generally accepted in the
United States of America (GAAP), which requires the Partnership to make estimates and assumptions that
affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date
of the financial statements and the reported amounts of revenues and expenses during the reporting period.
Actual results could differ from those estimales.

Allocation of Net Income or Loss and Partnership Distributions

Net income or loss has been allocated between general and limited partners in accordance with the Partnership
Agreement.

Actual cash distributions differ from the allocations of net income or loss between the general and limited
partners as presented in these financial statements. Partnership distributions are based on "distributable cash”
and are paid to the general and limited partners on a quarterly basis, in accordance with the provisions of the
Partnership Agreement. Distributions from operations were allocated 95% to the limited partners and 5% (o
the general partner. Distributions from sales proceeds were allocated 100% to the limited partners. However,
if the amount of the limited partners' capital contributions invested in equipment exceeds the minimum
percentage required by the Partnership Agreement, and the limited partners have received cumulative
distributions equal to their capital contributions, the general partner's interest in distributions from operations
will be increased by one percentage point for each 1% of the limited partners’ capital contribution invested in
equipment in excess of 80%.
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Notes to Financial Statements
(Continued)

(e)

()

(h)

(i)

Allocation of Net Income or Loss and Partnership Distributions (continued)

In 1994 this threshold was reached, and, accordingly, distributions from distributable cash trom operations
were allocated 90% to the limited partners and 10% to the general partner. These allocations remained in
effect until 1997, at which time the limited partners received from the Partnership aggregate distributions in an
amount equal to their adjusted capital contributions plus a 10% cumulative, compounded (daily), annual return
on their adjusted capital contributions. Thereafter, all Partnership distributions have been allocated 80% to the
limited partners and 20% to the general partner. Cash distributions for the first 10% are charged to partners’
capital. Cash distributions from operations to the general partner in excess of 10% of distributable cash are
considered an incentive fee and are recorded as compensation to the general partner

Acquisition Fees

Pursuant to the Partnership Agreement, acquisition fees paid to CCC are based on 5% of the equipment
purchase price. These fees are capitalized and included in the cost of the rental equipment.

Container Rental Equipment

In accordance with SFAS No. 121, "Accounting for the Impairment of Long-Lived Assets and for Long-Lived
Assets to be Disposed Of," container rental equipment is considered to be impaired if the carrying value of the
asset exceeds the expected future cash flows from related operations (undiscounted and without interest
charges). If impairment is deemed to exist, the assets are written down to fair value. Depreciation policies are
also evaluated to determine whether subsequent events and circumstances warrant revised estimates of useful
lives. Because the Partnership evaluates future cash flows and potential impairment by container type rather
than for each individual container, future losses could result for individual container dispositions due (o various
factors, including age, condition, suitability for continued leasing, as well as the geographical location of
containers when disposed. There were no impairment charges to the carrying value of container rental
equipment during 2001, 2000, and 1999.

Container rental equipment is depreciated using the straight-line basis. Effective June I, 2001, the estimated
depreciable life was changed from a twelve-year life to a fifteen-year lile and the estimated salvage value was
changed from 30% to 10% of the original equipment cost. The effect of these changes is an increase to
depreciation expense of approximately $185,430 from June 1 to December 31, 2001.

Income Taxes
The Partnership is not subject to income taxes, consequently no provision for income taxes has been made.
The Partnership files federal and state annual information tax returns, prepared on the accrual basis of

accounting. Taxable income or loss is reportable by the partners individually.

Financial Statement Presentation

The Partnership has determined that, for accounting purposes, the Leasing Agent Agreement is a lease, and the
receivables, payables, gross revenues and operating expenses attributable to the containers managed by the
Leasing Company are, for accounting purposes, those of the Leasing Company and not of the Partnership.
Consequently, the Partnership's balance sheets and statements of operations display the payments to be
received by the Partnership from the Leasing Company as the Partnership's receivables and revenues.




Notes to Financial Statements
(Continued)

2

(3)

(j))  New Accounting Pronouncements

In August 2001, the Financial Accounting Standards Board issued SFAS No. 143, "Accounting for Asset
Retirement Obligations,” which is effective for all fiscal years beginning after June 15, 2002. This standard
requires a company to record the fair value of a liability for an asset retirement obligation in the period in
which it is incurred, and a corresponding increase in the carrying value of the related long-lived asset. The
Registrant 1s currently evaluating the impact that SFAS No. 143 will have on its financial statements.

In August 2001, the Financial Accounting Standards Board issued SFAS No. 144, “Accounting for the
Impairment or Disposal of Long-Lived Assets,” which is effective for all fiscal years beginning after December
15, 2001 with early application encouraged. SFAS No. 144 supersedes SFAS No. 121, but retains its
fundamental provisions relating to the recognition and measurement of the impairment of long-lived assets lo
be held and used, and the measurement of long lived assets to be disposed of by sale. SFAS No. 144 will be
adopted by the Partnership effective January 1, 2002, without a significant impact on its financial statements.

(k) Reclassification
The Partnership has reclassified net loss on disposal of equipment and impairment losses, from other income to

other operating income (expenses), a component of income from operations. All periods have been adjusted to
reflect this reclassification.

Operating Segment

An operating segment is a component of an enterprise that engages in business activities from which it may earn
revenues and incur expenses, whose operating results are regularly reviewed by the enterprise’s chief operating
decision maker to make decisions about resources to be allocated to the segment and assess its performance, and
about which separate financial information is available. Management operates the Partnership’s container fleet as a
homogenous unit and has determined that as such it has a single reportable operating segment.

The Partnership derives revenues from dry cargo containers. As of December 31, 2001, the Partnership owned 848
twenty-foot, 729 forty-foot and 48 forty-foot high-cube marine dry cargo containers.

Due to the Partnership’s lack of information regarding the physical location of its fleet of containers when on lease in
the global shipping trade, it is impracticable to provide the geographic area information.

One sub-lessee of the Leasing Company contributed approximately 15% or $160.042 of the Leasing Company’s
rental revenue earned during 2001 on behalf of the Partnership. No single sub-lessee of the Leasing Company
contributed more than 10% of the Leasing Company’s rental revenue earned during 2000 and 1999 on behalf of the
Partnership.

Cash and Cash Equivalents

Cash equivalents include money market funds that invest in highly-Tiquid first-tier securities, such as U.S. Treasury
obligations, repurchase agreements secured by U.S. Treasury obligations, and obligations whose principal and
interest are backed by the U.S. Government. Cash equivalents are carried at cost which approximates fair value, and
at times, may exceed federally insured timits, The Partnership has not experienced any losses in such accounts and
believes it is not exposed to any sigmficant credit risk.




Notes to Financial Statements
(Continued)

4

&)

Net Lease Receivables Due from Leasing Company

Net lease receivables due from the Leasing Company are determined by deducting direct operating payables and
accrued expenses, base management fees payable, and reimbursed administrative expenses payable to CCC and its
affiliates from the rental billings earned by the Leasing Company under operating leases to ocean carriers for the
containers owned by the Partnership. Net lease receivables at December 31, 2001 and December 31, 2000 were as

follows:
December 31, December 31,
2001 2000

Gross lease receivables $ 178,969 $ 329461
Less:

Direct operating payables and accrued expenses 62,996 60,107
Damage protection reserve (note 5) 11,446 25,089
Base management fees payable 44,096 52,631
Reimbursed administrative expenses 2,467 11,647
Allowance for doubtful accounts 22,485 36,554
Incentive fees 14,999 60,000
Net lease receivables $ 20480 $ 83433

Damage Protection Plan

The Leasing Company offers a repair service to several lessees of the Partnership’s containers, whereby the tessee
g pany I

pays an additional rental fee for the convenience of having the Partnership incur the repair expense for containers

damaged while on lease. This fee is recorded as revenue when carned according to the terms of the rental contract.

An accrual has been recorded to provide for the estimated costs incurred by this service. This accrual is a

component of net lease receivables due from the Leasing Company (see note 4). The Partnership is not responsible
in the event repair costs exceed predetermined limits, or for repairs that are required for damages not defined by the

damage protection plan agreement.




Notes to Financial Statements
(Continued)

(6) Net Lease Revenue

Net lease revenue is determined by deducting direct operating expenses, base management fees and reimbursed
administrative expenses to CCC from the rental revenue earned by the Leasing Company under operating leases to
ocean carriers for the containers owned by the Partnership. Net lease revenue for the years ended December 31,

2001, 2000 and 1999, was as follows:

Rental revenue

Less:

Rental equipment operating expenses
Base management fees (note 7)

Reimbursed administrative expenses (note 7):

Salaries

Other payroll related expenses

General and administrative expenses
Incentive fees (note 7)

(7) Compensation to General Partner

2001 2000 1999

$ 669,669 $ 1,070,013 $ 1,340.424
111,710 200,449 402,061
46,519 72,087 101,984
23.685 38.445 39,591
2,397 3,448 6.753
9.083 15,170 28,985
80,096 156,551 148,605

$ 396,179 $ _383.863 $..012.445

Base management fees are equal to 7% of gross lease revenues attributable to operating leases pursuant to the
Partnership Agreement. Reimbursed administrative expenses are equal to the costs expended by CCC and its
affiliates for services necessary for the prudent operation of the Partnership pursuant to the Partnership Agreement.
Incentive management fees are equal to 10% of cash distributions from operations and sales proceeds after the
limited partners receive aggregate distributions in an amount equal to their adjusted capital contributions plus a 10%
cumulative, compounded (daily) annual return on their adjusted capital contributions pursuant (o the Partnership

Agreement. The following compensation was paid or will be paid by the Partnership to CCC:

Base management fees
Reimbursed administrative expenses
Incentive fees

2001 2000 1999
$ 46,519 $ 72,087 $ 101,984
35,166 57.063 75,329
80.096 156,551 148,605
$ 161,781 $ 285701 $ 325918




Notes to Financial Statements
(Continued)

(8) Due From General Partner

During 1998, CCC received over-distributions of $142,660. CCC repaid the over-distribution amount in March
1999.

(9) Limited Partners’ Capital

Cash distributions made to the hmited partners during 2001, 2000 and 1999 included distributions of proceeds from
equipment sales in the amount of $510,469, $550,763 and $502,069, respectively. This distribution, as well as cash
distributed from operations, are used in determining "Adjusted Capital Contributions™ as defined by the Partnership
Agreement.

The limited partners’ per unit share of capital at December 31, 2001, 2000 and 1999 was $88, $139 and $177,
respectively. This is calculated by dividing the hmited partners’ capital at the end of each year by 21,493, the total
number of limited partnership units.




Management’s Discussion and Analysis of Financial Condition
and Results of Operations

Liquidity and Capital Resources

During the Registrant's first 10 years of operations, the Registrant’s primary objective was to generate cash flow from
operations for distribution to its limited partners. Aside from the initial working capital reserve retained from the gross
subscription proceeds (equal to approximately .7% of such proceeds), the Registrant relied primarily on container rental
receipts to meet this objective as well as to finance current operating needs. No credit lines are maintained (o finance
working capital. Commencing in 1998, the Registrant's 11th year of operations, the Registrant began focusing its attention
on the disposition of its fleet in accordance with another of its original investment objectives, realizing the residual value
of its containers after the expiration of their economic useful lives, estimated to be between 12 to |5 years after placement
in leased service. Since that time, the Registrant has been actively disposing of its fleet, while cash proceeds from
equipment disposals, in addition to cash from operations, have provided the cash flow for distributions to the limited
partners. The decision to dispose of containers is influenced by various factors including age, condition, suitability for
continued leasing as well as the geographical location when disposed. Over the next twenty-four months, the Registrant’s
fleet size should be reduced to approximately 20% of its original fleet size. At that time, the Registrant expects to enter
the final phase of its liquidation and wind-up stage of operations, by disposing of its remaining fleet and focusing on the
collection of its lease receivables, a component of net lease receivables, with the ultimate goal of undertaking a final
distribution to its partners, and canceling the Certificate of Limited Partnership, thus terminating and dissolving the
Partnership.

Cash distributions from operations were originally allocated 5% to the general partner and 95% to the limited partners.
Distributions of sales proceeds were allocated 100% to the limited partners. In 1994, pursuant (o Section 6.1(b) and (c) of
the Partnership Agreement, the allocation of distributions from operations among the general partner and limited partners
was adjusted to 10% and 90%, respectively, pursuant to Section 3.5 of the Partnership Agreement. The allocation of
distributions of cash from sales proceeds among the general partner and limited partners remained unchanged. This
sharing arrangement remained in place until the second quarter of 1997, at which time the limited partners received from
the Registrant aggregate distributions in an amount equal to their adjusted capital contributions plus a 10% cumulative,
annual return on their adjusted capital contributions. Thereafter, all distributions were allocated 20% to the general
partner and 80% to the limited partners, pursuant to Sections 6.1(b) and (c) of the Registrant’s Partnership Agreement.
Cash distributions from operations to the general partner in excess of 10% of distributable cash are considered an
incentive fee and compensation to CCC.

From inception through February 28, 2002, the Registrant has distributed $19,946,873 in cash {from operations and
$3,215.585 in cash from container sales proceeds (o its limited partners. This represents total distributions of
$23.162.,458, or approximately 216% of the limited partners' original invested capital. Distributions to the partners are
determined and paid quarterly, based primarily on each quarter's cash flow from operations and cash generated from
container sales. Quarterly distributions are also affected by periodic increases or decreases to working capital reserves, as
deemed appropriate by the general partner. Sales proceeds distributed to its partners may tluctuate in subsequent periods,
reflecting the level of container disposals. Beginning in 2002, the Registrant may refrain from distributing to its partners,
cash generated from operations and sales proceeds, reserving all cash generated from operations and sales proceeds as part
of its working capital in order to maintain sufficient cash reserves for expenses related to its final liqguidation and
subsequent dissolution.

At December 31, 2001, the Registrant had $328,314 in cash and cash equivalents, a decrease of $270,217 and
$88,374. respectively, from the cash balances at December 31, 2000 and December 31, 1999. The Registrant invests its
working capital, as well as cash flows from operations and the sale of containers that have not yet been distributed to CCC
or its limited partners in money market funds.




Cash from Operating Activities. Net cash provided by operating activities was $371,042 and $620,912 during 2001
and 2000, respectively, primarily generated from the billing and collection of net lease revenue.

Cash from Investing Activities: Net cash provided by investing activities was $484,616 and $694,360 in 2001 and
2000, respectively. These amounts represent sales proceeds generated from the sale of container equipment.

Cash from Financing Activiries: Net cash used in financing activities was $1,125,876 during 2001 compared to
$1.133,429 during 2000. These amounts represent distributions to the Registrant’s general and limited partners.

Results of Operations
Year Ended December 31, 2001 Compared to the Year Ended December 31, 2000

Pursuant to the Limited Partnership Agreement of the Registrant, all authority to administer the business of the
registrant is vested in CCC. A Leasing Agent Agreement exists between CCC and the Leasing Company, whereby the
Leasing Company has the responsibility to manage the leasing operations of all equipment owned by the Registrant.
Pursuant to the Agreement, the Leasing Company is responsible for leasing, managing and re-leasing the Registrant’s
containers to ocean carriers and has full discretion over which ocean carriers and suppliers of goods and services it may
deal with. The Leasing Agent Agreement permits the Leasing Company to use the containers owned by the Registrant,
together with other containers owned or managed by the Leasing Company and its affiliates, as part of a single fleet
operated without regard to ownership. At December 31, 2001, 40% of the original equipment remained in the Registrant's
fleet, as compared to 45% at December 31, 2000. The following chart summarizes the composition of the Registrant’s
fleet (based on container type) at December 31, 2001.

40-Foot
20-Foot 40-Foot High-Cube
Containers on lease:
Term leases 399 407 12
Master leases 282 151 21
Subtotal 681 558 33
Containers off lease 167 171 15
Total container fleet 848 129 43
40-Foot
20-Foot 40-Foot High-Cube
Units % Units % Units %
Total purchases 2,244 100% 2,396 100% 150 100%
Less disposals 1,396 _62% 1,667 _10% 102 _68%
Remaining fleet at December 31, 2001 _ 848 38% _129 _30% .48 32%

The demand for dry cargo containers has been adversely affected by the slowdown in the global economy resulting in
an excess supply of containers in many locations. Transpacific trade, a large proportion of which consists of technology-
related goods, has been largely affected by the slowdown of the US economy, while the contraction in the Japanese
economy contributed to lower levels of intra-asian trade. For the first time in many years, the GDP growth rates of the
United States, Europe, and Japan decelerated simultaneously, contributing to lower utilization rates and higher container
inventories throughout the world.

As a result of the increasing world-wide container inventories during 2001, the demand for new container production
has declined. Although a slowdown in new container production should have positive short and long-term effects for the
container leasing industry, a reduction in new containers will not significantly reduce off-hire container inventories
without an improvement in the world’s economies. During the fourth quarter of 2001, prices for new containers reached
historic lows, creating further downward pressures on future per-diem rates and container residual values.




Recent corporate failures and defaults within the credit markets, as well as an increasingly cautious business climate
since September 11, 2001, have contributed to lower levels of capital available for new container purchases. Accordingly,
a more conservative credit market should result in a reduction of funding for new container production and, in the short
term, contribute to improving the level of off-hire container inventories for both leasing companies and shipping lines. In
response to the foregoing, the Leasing Company continues to implement a number of marketing initiatives which are
designed to target identified leasing opportunities and enhance inventory management of the Registrant’s fleet.

The effect of the slowdown in global economic conditions on the container leasing industry’s customers, the shipping
lines, coupled with their acquisition of new. larger container ships, appear to have created a condition of excess shipping
capacity. This may ultimately result in some shipping lines experiencing financial difficulty, insolvency, or consolidation
and ultimately influence the demand for leased containers. Although the ultimate outcome, as well as its impact on the
container leasing industry and the Registrant’s results of operations is unknown, CCC, on behalf of the Registrant, will
work closely with the Leasing Company to monitor outstanding receivables, collections, and credit exposure to vartous
existing and new customers.

The Registrant's average fleet size and utilization rates for the years ended December 31, 2001, 2000 and 1999 were as
follows:

2001 2000 1999
Fleet size (measured in
twenty-foot equivalent units (TEU))
Dry cargo containers 2.750 3,761 4,884
Average utilization rates
Dry cargo containers 81% 82% 74%

The Registrant’s average dry cargo container per-diem rental rates for the year 2001 decreased 12% from 2000 levels.
The decline in the Registrant’s fleet size, combined with the net reduction in average per-diem rental rates contributed to a
37% decline in gross rental revenue (a component of net lease revenue) for 2001 when compared to the previous year.

The primary component of the Registrant's results of operations is net lease revenue. Net lease revenue is determined
by deducting direct operating expenses, management fees and reimbursed administrative expenses, from rental revenues
billed by the Leasing Company from the leasing of the Registrant's containers. Net lease revenue is directly related to the
size, utilization and per-diem rental rates of the Registrant's fleet.

fncome from operations for the year ended December 31, 2001 was $6.281, compared to $294,016 for the prior year.
The decline was primarily due to a reduction in net lease revenue of $187,684, an increase in net loss on disposal of
equipment of $43,427, and a $50.184 increase in depreciation expense.

Net lease revenue was $396,179 for the year 2001 compared to $583,863 for the prior year. The decrease was due to a
$400.344 decline in gross rental revenue (a component of net lease revenue) from the year 2000. Gross rental revenue
was impacted by the Registrant's smaller fleet size, lower per-diem rental rates and lower fleet utilization rates. Other
components of net lease revenue, including rental equipment operating expenses, management fees, and reimbursed
administrative expenses, were lower by a combined $212,660 when compared to the year 2000, and partially oftset the
decline in gross lease revenue. Contributing Lo the decline in direct operating expenses were declines in repair and
maintenance expenses, handling and storage costs, and the provision for doubtful accounts.

Depreciation expense of $301,378 in 2001 was $50,184 higher than 2000. Effective June 1, 2001, the Registrant
changed the estimated life of its rental container equipment from an estimated 12 year life to a I5 year life, and its
estimated salvage value from 30% to 10% of original equipment cost. The effect of these changes was an increase in
depreciation expense of approximately $185,430 since June 1, 2001.

Other general and administrative expenses were $61,727 in 2001, an increase of $6,440 or 12% when compared o
2000. Contributing to this increase were professtonal fees, and costs related to investor communications and net exchange
rate losses.




Net gain (loss) on disposal of equipment was a result of the Registrant disposing of 528 containers in 2001, as
compared to 781 containers during 2000. These disposals resulted in a net loss of $26,793 for 2001, compared (o a net
gain of $16,634 for 2000. The Registrant believes that the net loss on container disposals in 2001 was a result of various
factors, including the age, condition, suitability for continued leasing, as well as the geographical location of the
containers when disposed. These factors will continue to influence the decision to repair or dispose of a container when it
1s returned by a lessee, as well as the amount of sales proceeds received and the related gain or loss on container disposals.
The level of the Registrant’s container disposals in subsequent periods will also contribute to fluctuations in the net gain
or loss on disposals. As a result of current world events and market conditions, the Registrant re-evaluated its asset
impairment criteria pursuant to the Financial Accounting Standards Board's accounting pronouncement SFAS No. 121,
“Accounting for the Impairment of Long-Lived Assets and for Long-Lived Assets to be Disposed Of.” There were no
reductions to the carrying value of container rental equipment during 2001, 2000, and 1999.

Year Ended December 31, 2000 Compared to the Year Ended December 31, 1999

Income from operations for the year ended December 31, 2000 was $294,016, compared to $109,532 for the prior
year. The increase was primarily due to a $251,194 decline in depreciation expense, offsel by a decline in net lease
revenue of $28,582.

Net lease revenue of $583,863 for the year 2000 was $28,582 lower than the prior year. The decrease was due to a
$270,411 decline in gross rental revenue (a component of net lease revenue), partially offset by a $201,612 decline in
rental equipment operating expenses, attributable to the Registrant’s higher utilization rate in 2000, and its impact on
activity based expenses such as storage and handling. Gross rental revenue was impacted by the Registrant's smaller fleet
size and lower per-diem rental rates. Average dry cargo container per-diem rental rates for the year 2000 decreased 11%
from 1999 levels. Other components of nel lease revenue, including management fees and reimbursed administrative
expenses, were lower by a combined $40,217 when compared to the prior year, a result of the Registrant’s fleet size and
related performance.

Depreciation expense of $251,194 in 2000 was $269,027 lower than the prior year due to an aging, declining fleet.

Other general and administrative expenses were $55.287 in 2000, an increase of $19,337 when compared (o the prior
year. Contributing to this increase were professional fees and costs related to investor communications, partially offset by
an increase in net exchange rate gains.

Net gain o disposal of equipment was a result of the Registrant disposing of 781 containers during 2000, as compared
10 669 containers during 1999. These disposals resulted in a net gain of $16,634 for 2000 as compared to a net gain of
$53.258 for 1999. The Registrant believes that the net gain on container disposals in 2000 was a result of various factors
including the age, condition, suitability for continued leasing, as well as the geographic location of the containers when
disposed.
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